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Farmer  Cooperative  Service  conducts  research;  advises  directly 
with  cooperative  leaders  and  others;  promotes  cooperative  organi- 
zation and  development  through  other  Federal  and  State  agencies; 
and  publishes  results  of  its  research,  issues  News  for  Farmer 
Cooperatives,  and  other  educational  material. 

This  work  is  aimed  (1)  to  help  farmers  get  better  prices  for  their 
products  and  reduce  operating  expenses,  (2)  to  help  rural  and 
small-town  residents  use  cooperatives  to  develop  rural  resources, 
(3)  to  help  these  cooperatives  expand  their  services  and  operate. 
more  efficiently,  and  (4)  to  help  all  Americans  understand  the  work 
of  these  cooperatives. 
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SUMMARY 


Between  1947  and  1966,  the  national  supply  of  rail  boxcars  declined  by  over  153,000  or  by 
22  percent.  Average  carrying  capacity  per  car  increased  during  this  period  but  not  sufficiently 
to  compensate  for  dwindling  car  supply  and  increased  grain  production. 

During  1947-64,  grain  and  soybean  production  increased  33  percent.  Off-farm  sales  of  grain 
and  soybeans  increased  over  83  percent  during  this  period. 

Grain  marketing  cooperatives  handicapped  by  car  shortages  are  investigating  the  feasibility 
of  owning  or  leasing  covered  hopper  cars. 

Of  28  regional  cooperative  associations  that  marketed  grain  in  1965,  6  operated  covered 
hopper  cars.  This  report  is  based  on  data  obtained  from  these  six  cooperatives  and  supplemental 
information  from  other  sources.  The  6  cooperatives  owned  or  leased  202  100-ton  covered  hopper 
cars,  with  a  capacity  of  4,427  cubic  feet  each. 

All  six  cooperatives  said  their  chief  reason  for  operating  their  own  hopper  cars  was  the 
need  to  cope  with  a  chronic  shortage  of  boxcars.  They  also  stated  that  operating  their  own  cars 
helped  build  sales  and  provided  faster  service.  * 

Factors  that  require  critical  analysis  in  deciding  whether  to  own  or  lease  hopper  cars  in- 
clude financial  condition  of  the  cooperative;  initial  equipment  cost  versus  leasing  terms;  and 
costs  associated  with  ownership,  such  as  repairs,  maintenance,  taxes,  and  added  administrative 
costs  (that  are  generally  included  in  car  rental  charges). 

At  the  time  this  study  was  being  made  most  railroads  paid  a  mileage  allowance  of  5.5  cents 
a  mile,  loaded  or  empty,  to  the  private  operator  for  a  covered  hopper  car.  This  rate  applied 
whether  the  private  operator  leased  or  owned  the  car.  At  a  monthly  lease  rate  of  $195,  which 
was  the  average  rate  paid  by  the  cooperatives  studied,  the  car  would  have  had  to  be  operated 
3,545  miles  a  month  to  break  even  and  offset  the  rental  expense. 

Information  developed  in  this  study  indicates  that  ownership  of  covered  hopper  cars  may  offer 
opportunities  for  savings  that  would  allow  a  hopper  car  to  be  operated  fewer  miles  per  month 
than  a  leased  car  and  still  break  even. 

Some  of  the  advantages  common  to  both  owning  and  leasing  covered  hopper  cars  are  avail- 
ability of  cars,  possibility  of  reducing  transportation  costs,  and  little  or  no  loss  from  leakage 
or  contamination. 


A  disadvantage  of  operating  covered  hopper  cars  cited  by  four  of  the  six  cooperatives  was 
an  increase  in  administrative  costs.  Keeping  cars  productively  employed,  particularly  during 
off-peak  shipping  periods,  was  mentioned  as  a  problem  by  two  of  the  cooperatives. 

Leasing  may,  in  some  cases,  be  the  best  method  of  operating  covered  hopper  cars.  Many 
shippers  have  found  leasing  attractive  either  because  they  lack  sufficient  cash  to  buy,  or  because 
purchases  of  equipment  would  make  their  debt-equity  ratio  too  high  for  financial  safety.  Thus, 
the  cooperative's  primary  consideration  in  making  its  decision  is  its  current  working- capital 
position. 

Cooperatives  with  sufficient  working  capital,  short-term  credit,  and  long-term  debt  financing 
should  consider  ownership.  However,  they  should  bear  In  mind  the  risk  of  equipment  obsolescence 
and  the  added  administrative  burden  associated  with  owning  covered  hopper  cars. 
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One  of  the  principal  problems  in  marketing 
grain  is  an  inadequate  supply  of  rail  equipment 
for  moving  the  grain,  particularly  during  the 
harvest  season.  In  recent  years,  serviceable 
boxcars'""  have  been  in  short  supply  for  pro- 
longed periods.  Shortages  have  been  serious  in 
the  class  of  equipment  required  for  transport- 
ing grain.  A  recent  study  by  Farmer  Coopera- 
tive Service  shows  that  the  extent  and  magni- 
tude of  grain  losses  associated  with  the 
generally  poor  condition  of  boxcars  fur- 
nished grain  cooperatives  are  serious  prob- 
lems. 2 

Boxcar  shortages  have  resulted  mainly  from 
the  increased  carloadings  of  all  classes  of 
commodities  to  meet  demands  of  our  expand- 
ing economy  and  foreign  commitments  and 
from  the  reduced  number  of  cars  in  serv- 
ice. 

Between  1947  and  1966,  the  national  supply 
of  serviceable  boxcars  declined  by  over  1 53,000 
cars  or  by  22  percent.-^  If  covered  hopper 
cars     are   included,    however,    the    supply  of 

The  railroads'  serviceable  fleet  consists  of  total 
cars  owned  minus  those  that  are  out  of  service  due  to 
mechanical  condition. 

2  Joseph  E.  Rickenbacker  and  William  H.  Thompson. 
Losses  in  Transporting  and  Handling  Grain  by  Selected 


serviceable  cars  declined  by  about  72,000,  or 
10  percent. 

Average  carrying  capacity  of  cars  increased 
during  this  period,  but  not  sufficiently  to  fill 
the  gap  caused  by  the  combination  of  a  dwindling 
number  of  cars  and  increases  in  grain  produc- 
tion and  off-farm  sales. 

I 

During  1947-64,  grain  and  soybean  produc- 
tion increased  by  33  percent.  Off-farm  sales  of 
grain  and  soybeans  increased  over  83  percent 
during  this  period.  Increased  off-farm  sales 
were  the  result  of  two  primary  factors:  spe- 
cialized farming  and  an  expanding  export  pro- 
gram. 

Some  cooperatives  have  bought  or  leased 
covered  hopper  cars  in  an  attempt  to  solve 
their  marketing  problems  caused  by  the  short- 
age of  cars  provided  by  the  carriers.  In  the 
study  reported  here,  the  experience  of  these 
cooperatives  in  operating  their  own  cars  was 
analyzed,  and  the  comparative  advantages  of 
owning  or  leasing  the  cars  was  explored. 

The  study  was  made  in  response  to  recom- 
mendations made  to  the  U.S.  Department  of 
Agriculture  by  the  Marketing  Research  Advi- 
sory Committee  as  part  of  a  general  study  to 
evaluate  effects  of  changing  transportation 
rates  and  services  on  grain  handling  practices 
of  farmer  cooperatives. 


Grain    Marketing    Cooperatives,    U.S.   Dept,   of   Agr. 
Mktg.  Res.  Rept.  766,  Aug.  1966. 

^  Equipment  Data,  Car  Service  Division,  Association 
of  American  Railroads,  Washington,  D.C.  1965. 


SCOPE  AND  METHOD  OF  STUDY 


A  list  of  cooperative  associations  operating 
covered  hopper  rail  cars  was  developed  from 
information  obtained  by  Farmer  Cooperative 
Service  in  previous  studies  of  grain  trans- 
portation. Of  28  regional  cooperative  associa- 
tions that  marketed  grain  in  1965,  only  6  owned 
or  leased  covered  hoppers  at  the  time  of  this 
study.  The  report  is  based  on  data  obtained 
from  officials  of  these  six  cooperatives  by  per- 


questionnaires   in    1965    and 
assembled    from    secondary 


sonal  interview 
on  information 
sources. 

Five  of  the  six  cooperatives  are  grain  mar- 
keting cooperatives  originating  shipments  in 
Colorado,  Iowa,  Kansas,  Missouri,  Nebraska, 
Ohio,  and  Texas.  The  sixth  is  an  eastern  farm 
supply  cooperative  using  its  cars  in  bulk- 
feed  operations. 


EXPERIENCE  OF  COOPERATIVES  IN  OPERATING  HOPPER  CARS 


The  six  cooperatives  owned  or  leased  202 
100-ton  covered  hopper  cars  of  4,427  cubic- 
foot  capacity.  The  cars  had  full-length  trough 
hatches  for  loading  and  three  center  discharge 


gravity  outlets  for  unloading,  as  shown  in  the 
photograph  below.  Table  1  shows  the  num- 
ber of  covered  hopper  cars  operated  by  each 
cooperative. 


This  is  one  of  the  40, 100-ton  capacity,  covered  hopper  cars  owned  by  Equity  Union  Grain  Company  to  expedite  their 

shipments  of  grain  to  market. 


Table    1. — Covered   hopper   cars   owned  or  leased  by 
six  cooperatives,  1965 


Cooperative 


Owned 


Leased 


Number 

Number 

A 

40 

— 

B 

25 

C 

16 

D 

20 

E 

30 

F 
Total 

71 

40 

162 

In  1965,  when  this  study  was  being  made,  most 
railroads  paid  a  mileage  allowance^  of  5.5 
cents  a  mile,  loaded  or  empty,  to  private 
operators  for  covered  hopper  cars.  ^  This  rate 
applied  whether  the  car  was  leased  or  owned. 
Many  railroads  today  pay  11  cents  per  loaded 
mile,  but  do  not  pay  a  mileage  allowance  for 
empty  cars.  . . 


computations    came   from  the  records  of  the 
cooperatives. 


Earnings  on  Cars 


Average  monthly  per-car  earnings  ranged 
from  $86.19  by  cooperative  E  resulting  in  a 
deficit  of  $108.81  a  month,  to  $224.24,  by 
cooperative  D,  $29.24  more  than  required  to 
cover  the  monthly  lease  charges.  Coopera- 
tive E  would  have  had  to  accumulate  an  addi- 
tional 1,978  miles  per  car  per  month  to  break 
even. 

Financially,  the  hopper  car  operation  of  two 
cooperatives,  E  and  A,  would  appear  to  be 
unprofitable.  However,  according  to  the  man- 
agers of  these  cooperatives,  intangible  fac- 
tors, such  as  helping  to  relieve  congested  local 
facilities  due  to  boxcar  shortages,  and  building 
sales  through  better  service,  out- weighed  other 
economic  considerations.  Generally,  both  co- 
operatives had  a  high  proportion  of  short-haul 
movements  in  their  hopper  cars.  Use  of  cars 
for  short  hauls  without  fast  turn-around  time 
results  in  poor  car  utilization  and  prevents 
accumulation  of  sufficient  mileage  to  build  up 
income  to  the  break- even  point. 


Costs 

At  a  monthly  rental  or  leasing  rate  of  $195 
and  a  mileage  allowance  of  5.5  cents  per  car- 
mile,  the  car  would  have  to  be  operated  3,545 
miles  to  break  even.  ^ 

Income  and  expenses  on  3,420  actual  ship- 
ments made  by  five  of  the  six  grain  marketing 
cooperatives  in  their  privately-operated  hopper 
cars    are    shown   in    table    2.    Data  for  these 


^  An  allowance,  based  on  distance,  made  by  railroads 
to  owners  of  privately  owned  cars, 

*  Mileage  allowances  and  rules  governing  handling  of 
cars  owned  by  shippers,  as  well  as  payment  of  mileage 
and  the  equalization  of  mileage  on  such  cars,  is  dis- 
cussed in  "Mileage  Tariff  7-V,  l.C.C.  H-21,"  by  H.  R. 
Hinsch,  Agent. 

^  Break  even:  The  point  at  which  the  income  from 
mileage  allowance  is  just  sufficient  to  cover  monthly 
payments  or  leasing  costs. 


Volume  of  Shipments 

Data  from  three  regional  grain  marketing 
cooperatives  on  their  inbound  and  outbound 
volume  of  grain  during  the  period  they  had 
operated  owned  or  leased  covered  hopper 
cars  are  shown  in  table  3.  For  the  three  co- 
operatives, 4.9  percent  of  the  grain  shipped 
had  moved  in  their  own  covered  hopper 
cars. 

Cooperative  E  had  operated  its  cars  only 
72  days.  During  that  period  it  had  hauled  55 
percent  of  its  rail  shipments  in  these  cars. 

Cooperative  A,  with  the  longest  experience 
of  operating  its  own  cars,  received  6.8  percent 
of  its  grain  and  shipped  2.1  percent  in  its  own 
equipment.  In  terms  of  total  grain  handled, 
this  was  4.4  percent.  On  this  volume.  Coopera- 
tive   A    recovered   two- thirds   of  its  monthly 


Table  2. — Covered  hopper  car  performance,  five  grain  marketing  cooperatives,  1965 


Number 

of 
shipments 

Costs 

per  car  per  month,  and  mileage 
required  to  break  even 

Actual--^ 

Actual  c 

Dmpared 

Cooper- 
ative 

Leased  cars 

Owned  cars^ 

with  break  even 

Cost 

Mileage 

Cost 

Mileage 

Earnings 

Mileage 

Earnings 

Mileage 

Dol. 

Miles 

Dol.               Miles 

Dol. 

Miles 

Dol.          Miles 

A 

1,387 

~ 

— 

158.87              2,889 

105.10 

1,910 

-53.77          -  979 

B 

1,028 

195.00 

3,545 

~ 

211.37 

3,843 

16.37              298 

C 

426 

195.00 

3,545 

__ 

197.51 

3,591 

2.51                46 

D 

350 

195.00 

3,545 

__ 

224.24 

4,077 

29.24               532 

E 

229 

195.00 

3,545 

— 

86.19 

1,567 

-108.81         -1,978 

Based  on  costs  of  ownership  as  shown  in  table  7. 
'Computed  on  basis  of  actual  months  operated. 


Table  3.— Grain  receipts  and  shipments  by  rail,  truck,  and  barge,  and  percentage  moving  in  their  own  hopper  cars 
by  three  regional  grain  marketing  cooperatives  during  time  that  owned  or  leased  hopper  cars  had  been  operated^ 


Item 

Cooperative 

Grand 

:otal 

A 

c 

E 

Receipts 

Rail 

Truck 

Barge 

Bushels 

14,261,290 
7,559,290 

Percent 

65.4 
34.6 

Bushels 

17,344.415 
4.973,421 

Percent 

77.7 
22.3 

Bushels 

1.838,564 
354,992 

Percent 

83.8 
16.2 

Bushels 

33,444,269 
12,887,703 

Percent 

72.2 
27.8 

Total 
In  own  hopper  cars 

21.820,580 
971,136 

100.0 

2 

6.8 

22,317,836 

100.0 

2,193,556 

100.0 

46,331,972 

100.0 
^  2.9 

Shipments: 

Rail 

Truck 

Barge 

15,115,214 
4,396.691 
2,374,902 

69.1 
20.1 
10.8 

20,317,836 
2,000,000 

91.0 
9.0 

616,625 
36,476 

94.4 

5.6 

36,049,675 
4,433,167 
4,374,902 

80.4 
9.9 
9.7 

Total 

In  own  hopper  cars 

Number  of  days  own 
hqjper  cars  were 
operated 

21,886,807 
321,404 

364 

100.0 
'2.1 

22,317,836 
1,115,892 

270 

100.0 
^5.5 

653,101 
339,500 

72 

100.0 
^55.1 

44,857,744 
1,776.796 

100.0 
^4.9 

As  of  date  interview  was  held, 
^  Percent  of  rail  shipments  only. 


costs  (table  2).  On  the  other  hand  Coopera- 
tive C,  which  shipped  5  percent  of  its  grain  In 
its  own  equipment,  earned  an  average  of  $2.51 
per  car  per  month  above  its  costs.  This  same 
cooperative  reports  that  its  equipment  hauled 
3,664,700  bushels  of  grain  or  15.5  percent  of 
the  total  volume  handled  in  1966.  This  was  a 
9  percent  increase  over  1965,  the  year  of  the 
study. 


Advantages  and  Disadvantages 

Among  the  advantages  of  owning  and  leasing 
covered  hopper  cars  reported  by  the  six  co- 
operatives were  availability  of  cars,  possibility 
of  reducing  transportation  costs,  and  little 
or  no  loss  from  leakage  or  contamination 
(table  4). 

As  for  disadvantages  or  problems,  four  of 
the  six  cooperatives  reported  they  experienced 
an  increase  in  administrative  costs  (table  5). 
Keeping  cars  productively  employed,  parti- 
cularly during  off-peak  shipping  periods,  was 
mentioned  as  a  problem  by  two  of  the  co- 
operatives. 

One  cooperative  reported  that  the  biggest 
drawback  developed  after  taking  delivery  of  its 
cars.  Managers  at  local  elevators  began  re- 
porting that  "the  railroads  were  counting  pri- 
vate equipment  as  their  own.  Each  time  a 
cooperative-owned  car  was  spotted,  railroad- 
owned  equipment  was  placed  at  the  competitor's 
elevator.  The  cooperative  did  not  get  the  rail- 
road equipment  plus  its  own  car  -  just  car  for 
car."'^ 

Increased  administrative  costs  can  be 
greater  under  ownership  than  leasing  because 
the  lessor  maintains  all  accounting  records  for 
car  mileage  allowances  and  other  records  on 
maintenance  and  repair  work  done  by  handling 
carriers. 

Regardless  of  whether  the  equipment  is 
owned  or  leased,  however,  administrative  costs 
will  be  Increased  somewhat  because  of  the 
need  for  personnel  to  assign  equipment  and  to 


Table  4.— Advantages  of  operating  own  covered  hopper 
cars,  as  reported  by  six  cooperatives,  1965 


Advantages 

Number  of  times 
reported 

Helps  alleviate  a  chronic  shortage 
of  boxcars 

6 

Reduces  transportation  costs 
Promotes  faster  service 
Helps  build  sales 
Little  or  no  leakage 

4 
3 
3 
3 

(Name  of  cooperative  on  car) 
advertising 

3 

(Name  of  cooperative  on  car) 

safer  unloading 
Less  contamination 

1 
1 

Table  5. — Problems  of  operating  covered  hopper  cars, 
as  reported  by  six  cooperatives,  1965 


Problem 

Number  of  times 
reported 

Increased  administrative  costs 

4 

Keeping  cars  productively  employed 

2 

Assigning  cars  equitably               * 

1 

Branch  lines  won't  accommodate 

1 

No  problems 

1 

route,  trace,  and  control  each  shipment  to  and 
from  destination.  For  example,  to  maximize 
car  utilization  and  increase  income  from 
mileage  allowances  it  is  important  that  cars 
be  returned  to  home  point  over  the  same  route 
that  they  followed  to  destination.  In  the  absence 
of  mileage  equalization,  °  the  shipper  may  be 
notified  by  the  carrier  that  he  has  a  specified 
time  in  which  to  equalize  the  mileage  over 
the  line  or  pay  32.5  cents  per  mile  for  the 
difference.  Therefore,  it  is  important  that 
return  bills  of  lading  be  made  for  each  ship- 
ment to  avoid  problems  that  could  arise  from 
this  later. 


George  Bicknell.  Trucks  -  Barges  -  Hopper  Cars. 
The  Yield,  Farmers  Union  Cooperative  Marketing 
Association,  Kansas  City,  Mo,  May  1966. 


^Item    120.    Rule   3  of  "Mileage  Tariff  7-V,  I.C.C. 
H-21." 


OBTAINING  AND  OPERATING  PRIVATELY  CONTROLLED  HOPPER  CARS 


Railroads  are  not  compelled  to  move  or 
handle  privately  owned  or  leased  railroad 
equipment.  '^  Whether  rail  equipment  is  owned 
or  leased,  carriers  originating  the  traffic 
must  first  approve  or  disapprove  the  applica- 
tion for  registering  of  cars  to  be  leased  or 
purchased.  When  the  equipment  is  to  be  leased, 
these  details  are  taken  care  of  by  the  lessor. 
The  prospective  owner  must  take  care  of  these 
details  before  the  cars  are  purchased. 

Rules  governing  registering  of  cars  and  as- 
signing of  reporting  marks  are  set  forth  in 
Circular  No.  0T-5-A  (appendix,  exhibit 2).  Re- 
porting marks  will  be  assigned  according  to 
whether  the  originating  carriers  have  ap- 
proved the  application,  and  provided  that  ap- 
plicants are  subscribers  to  the  Association  of 
American  Railroads  Mechanical  Interchange 
Rules  and  have  executed  the  Interchange 
Agreement  (appendix,  exhibit  3). 

Most  railroads  and  switching  companies  who 
own  railroad  equipment  are  parties  to  the  In- 
terchange Rules  of  the  A.A.R."^  These  rules 
set  forth  conditions  under  which  carriers  will 
accept  foreign  or  privately-owned  cars  in 
interchange  for  linehaul  service.  No  distinction 
is  made  between  privately  owned  or  leased 
railroad  equipment  in  servicing  or  assessing 
charges  for  repairs.  Therefore,  all  cars  are 
inspected  and  serviced  by  linehaul  carriers 
on  a  uniform  basis.  When  necessary,  repairs 
are  made  and  charged  for  under  Rule  101, 
schedule  of  repairs  made.  Section  B. 

Answers  to  some  questions  concerning  re- 
sponsibility of  a  railroad  for  privately-owned 
cars  while  on  its  tracks,  while  standing  on 
private  sidings,  or  while  on  the  tracks  of 
carriers  not  parties  to  the  Interchange  Rules 


can  be  found  in  the  appendix,  exhibit  4.  The 
questions  listed  in  exhibit  4  are  typical  of 
those  asked  during  the  course  of  this  study.  •'■■^ 

The  leasing  contract -'■"'"  usually  runs  for  a 
period  of  years  at  a  fixed  monthly  rental. 
Ordinarily,  lease  contracts  do  not  contain  an 
option  to  purchase  the  equipment  during  or  at 
the  end  of  the  initial  lease.  However,  the  lessor 
may  give  the  lessee  an  option  to  buy  or  lease 
the  equipment,  contingent  upon  the  disposition 
the  lessor  might  decide  to  make  of  the  car 
at  the  end  of  the  lease  period.  If,  under  such 
an  option,  the  lessee  bought  the  equipment  or 
renewed  the  lease,  the  price  would  be  based 
on  the  prevailing  fair-market  value  of  the 
equipment.  There  is  no  widespread  or  active 
market  for  used  rail  cars. 

Responsibilities  of  the  car  owner  and  the 
lessee  are  defined  by  contract,  which  specifies 
that  the  lessor  will  maintain  and  keep  the 
equipment  in  serviceable  condition  throughout 
the  rental  period.  After  the  lessee  begins 
operation,  payment  for  damage  or  reported 
repairs  is  a  matter  between  the  owner  (lessor) 
and  the  railroads.  Customarily,  payment  for 
repairs  is  made  by  the  party  to  whom  the 
damage  can  be  clearly  assigned.  This  assign- 
ment is  not  always  an  easy  task,  however,  and 
for  this  reason,  the  Association  of  American 
Railroads  attempts  to  show  in  its  Code  of  In- 
terchange Rules  a  distinction  between  "damage  " 
that  railroads  would  be  required  to  pay  and 
"normal  wear  and  tear"  which  is  the  car 
owner's  responsibility. 

The  railroads  make  necessary  "running  re- 
pairs" and  bill  the  car  owner  for  materials 
and  labor  at  prices  published  in  the  Inter- 
change Rules. 


THE  DECISION  TO  OPERATE  HOPPER  CARS 


Prior  to  reaching  a  decision  as  to  whether 
to  operate  covered  hopper  cars,  a  cooperative 


^  This  question  was  decided  in  I&S  Docket  No.  3887 
(201  UCC,  323).  See  appendix,  exhibit  1. 

^"AII  references  to  Rules  are  derived  from  Inter- 
change Rules  of  the  Association  of  American  Railroads, 
Effective  Jan.  1,  1965,  and  amendments. 


should  inquire  of  the  railroads  that  would  be 
originating  the  traffic  moving  in  these  cars 
to  determine  whether  they  would  be  willing  to 
originate  privately-owned  equipment. 


"See  appendix,  exhibit  5,  for  copy  of  a  typical  lease 
contract  used  by  cooperatives  studied. 


Once  this  is  settled,  the  decision  will  de- 
pend on  the  answers  to  the  following  ques- 
tions: 

(1)  Is  there  sufficient  volume? 

(2)  Can  the  cars  be  kept  productively  em- 
ployed without  excessive  periods  of  idleness? 

(3)  Will  turn- around  time  be  fast  enough  to 
insure  adequate  mileage? 

(4)  Can  sufficient  mileage  be  accumulated 
on  fewer  trips  in  lieu  of  fast  turn-around? 

(5)  Will  railroad  weight  restrictions  on 
bridges  or  branch  lines  to  local  elevators 
prevent  serving  those  elevators  in  covered 
hoppers? 


(6)  Can  the  cars  be  loaded  and  unloaded  at 
origin  and  destination  facilities? 

(7)  Can  existing  facilities  be  modified  at 
reasonable  cost  to  accommodate  covered 
hopper  cars? 

(8)  Are  there  intangible  factors,  such  as 
better  service,  increased  sales,  or  other 
benefits  that  warrant  operating  hopper  cars 
even  though  such  operation  by  itself  may  not 
be  economically  feasible? 

Satisfactory  answers  to  these  questions  may 
justify  a  cooperative's  operating  its  own  cars, 
but  it  does  not  indicate  whether  it  is  better  to 
own  or  lease  them. 


THE  CHOICE  BETWEEN  OWNING  OR  LEASING  COVERED  HOPPER  CARS 


Which  method  is  better?  There  is  no  pat 
answer.  A  number  of  factors  need  to  be 
considered,  each  varying  with  the  specific 
needs,  peculiarities,  and  financial  condition  of 
the  cooperative.  These  factors  are  listed  in 
table  6,  along  with  information  on  each. 


Lea 


sing 


Leasing  may,  in  some  cases,  be  the  best 
method  for  operating  covered  hopper  cars. 
Many  shippers  have  found  leasing  more  attrac- 
tive than  buying  because: 

(1)  They  lack  sufficient  cash  to  buy. 

(2)  They  desire  to  maintain  capital  for  op- 
erating uses  or  to  free  borrowing  for  other 
purposes. 

(3)  Purchase  of  equipment  might  require 
financing  that  would  make  a  company's  debt- 
equity  ratio  too  high  for  financial  safety. 

(4)  Where  property  taxes  apply  to  owned 
assets,  leasing  enables  shippers  to  achieve 
tax  savings. 

(5)  Budgeting  can  be  more  precise  under 
lease  arrangements  because  all  costs  are 
agreed  on. 


(6)  Many  of  the  administrative  problems  can 
be  avoided,  especially  responsibility  for  main- 
tenance and  repair. 

(7)  The  lessee  is  protected  from  the  costs  of 
technological  obsolescence. 

When  a  cooperative  association  does  not  have 
the  capital  to  purchase  the  hopper  cars  it 
needs,  any  combination  of  these  reasons  may  be 
sufficient  justification  for  leasing. 


Ownership 


Information  developed  in  the  following  sec- 
tion of  this  report  indicates  that  ownership  of 
covered  hopper  cars  may  offer  opportunities 
for  savings  that  will  allow  a  hopper  car  to  be 
operated  fewer  miles  per  month  than  a  leased 
car  and  still  break  even. 

Equipment  obsolescence  is  a  hazard  of 
ownership.  There  is  no  way  of  knowing  how  long 
it  will  be  before  the  100- ton  covered  hopper 
car  will  be  obsolete.  Railroads  and  equipment 
manufacturers  are  experimenting  and  perfect- 
ing higher  capacity  freight  cars.  However, 
there  are  a  number  of  factors  that  limit  the 
size  and  capacity  of  a  single  car.  Regard- 
less   of    what    the    railroads    and    equipment 


Table  6.— Factors  to  evaluate  in  determining  whether  to  lease  or  own  covered  hopper  rail  cars. 


Factors 


Lease^ 


Own  ■ 


1.  Initial  cost 

2.  Investment  tax  credit 


$  195.00  per  car,  per  month  $  15,000  (approximate) 

Passed  to  lessee  on  10-year  lease  Accrues  to  owner 


3.   Delivery  cost 


4,  Income  from  mileage  allow- 

ance (5| cents  per  mile, 
loaded  or  empty) 

5.  Monthly  rental  or  payment 

costs 


6,  Interest  on  investment 

7,  Insurance 

8.  Various  State  taxes 

9.  Depreciation 

10.  Maintenance 

11.  Downtime  due  to  maintenance 

and  repairs 

12.  Repairs  2 


Paid  by  lessor 


Paid  to  lessor  by  railroad  and 
credited  to  lessee 


Stops  when  car  is  out  of  service 
for  5  continuous  days;  imme- 
diately, if  car  is  in  a  wreck 

Absorbed  by  lessor 

Paid  by  lessor 

Paid  by  lessor 

Absorbed  by  lessor 

Paid  by  lessor 

See  item  5;  lessor  has  the  option  of 
furnishing  a  substitute  car  or 
abating  rental 

Lessor  responsibility 


Paid  by  owner,  32  ^  cents  per 
mile  from  builder's  plant 

Paid  to  owner  by  railroad 


Continuous 

Absorbed  by  owner 
Paid  by  owner 
Paid  by  owner 
Absorbed  by  owner 
Paid  by  owner 
Absorbed  by  owner 

Owner  responsibility  3 


Based  on  conditions  applying  at  time  of  study  as  reported  by  the  six  cooperatives. 
^  Interchange  Rules,  The  Association  of  American  Railroads,  Effective  Jan.  1,  1965,  as  may  be  amended. 
^The  Official  Railway  Equipment  Register,  I.C.C.  -  R.E.R.  -  No.  359,  FMC-F-No.  12.  Issued  by:    The 


Railway   Equipment   and   Publication   Co.,  Agent 
York,  N.  Y.    10001. 

manufacturers  introduce  in  the  way  of  newer 
and  larger  cars,  freight  rate  structures  will  no 
doubt  permit  the  use  of  smaller  cars  in  multiple 
units  at  competitive  rate  levels. 

A  cooperative  owning  its  hopper  cars  will 
have  some  administrative  costs  in  addition  to 


E.  J.  McFarland,  Issuing  Officer,  424  W.  33d  St.,  New 

those  it  would  have  if  it  leased.  Actual  experi- 
ence of  the  only  cooperative  owning  covered 
hopper  cars  at  the  time  this  study  was  made 
indicated  that  its  added  administrative  costs 
amounted  to  about  $165  a  year  for  a  20-car 
fleet. 


FINANCIAL  EFFECTS  OF  OWNING  VERSUS  LEASING 


The  cash  flow  analysis  presented  in  this  sec- 
tion is  based  on  the  actual  operating  character- 
istics of  the  cooperatives  studied.  For  example, 
the  annual  operating  costs  shown  in  table  7  are 
based  on  actual  data  as  well  as  estimated  data 


obtained  from  industry  sources.  Other  cooper- 
atives faced  withthedecisionof  owning  or  leas- 
ing covered  hopper  cars  can  modify  the  analysis 
to  fit  their  particular  needs  and  financial  con- 
dition. 


8 


The  cdsh  flow  analysis  is  not  confined  to  a 
comparison  of  costs  of  owning  versus  leasing, 
but  also  inquires  into  how  a  cooperative's  fi- 
nancial well-being,  as  well  as  that  of  its  patrons, 
is  affected  by  each  of  these  arrangements  for 
acquiring  the  use  of  hopper  cars.  Specifically, 
the  questions  to  be  answered  are  these: 

1.  What  would  be  the  financial  condition  of 
the  cooperative — as  evidenced  by  the  net  work- 
ing capital  position  along  with  the  status  of  its 
ownership  capital — during  the  term  of  a  lease 
arrangement  as  compared  with  an  ownership 
situation? 

2.  How  would  the  monetary  returns  to 
patrons  be  affected  by  a  cooperative's  buying 
hopper  cars  as  compared  to  its  leasing  them? 


Assumptions 


The  analysis  was  based  on  the  following 
assumptions: 

Beginning  working  capital  position  and  net 
worth  is  zero  in  both  cases. 

The  lease  rental  charge  amounts  to  $195 
a  month  for  hopper  cars.  Under  a  lease  ar- 
rangement a  20-car  fleet  would  have  to  travel 
at  least  850,800  miles  a  year  at  the  railroad 
mileage  allowance  of  5.5  cents  a  mile  to  break 
even.  Therefore,  in  both  the  buying  and  leasing 
arrangements,  operating  income  before  lease 
rentals  and  before  costs  attributable  to  owner- 
ship are  assumed  to  be  $46,800  a  year,  repre- 
senting 850,000  miles  travel  by  a  20-car  fleet. 

Under  a  lease  arrangement,  the  lessor  pays 
all  expenses — insurance,  taxes,  repairs,  ad- 
ministrative costs,  and  depreciation  expense. 
Under  a  debt  financing  plan,  these  are  costs 
to  the  cooperative. 

Under  a  lease  arrangement,  since  the  $195 
per  month  is  equivalent  to  revenues,  there 
are  no  net  savings  available  for  distribution. 
Net  savings  derived  from  ownership  of  hopper 
cars  are  distributed  as  follows:  20  percent  in 
cash,  the  remainder  in  stock  on  which  4- 
percent  dividends  are  paid  on  the  outstanding 
balance  from  current  net  margins.  No  divi- 
dends are  paid  when  losses  are  incurred. 

Because  there  are  no  net  savings  under  the 
hypothesized  lease  arrangement,  the  lessee 
has    no  Federal   income    tax   responsibilities 


attributable  to  operation  of  leased  hopper  cars. 
To  simplify  computation,  it  is  assumed  that 
both  the  buying  and  leasing  cooperatives  hold 
letters  of  exemption  from  payment  of  Federal 
income  tax.  For  the  buying  cooperative,  divi- 
dends on  stock  and  income  from  nonpatronage 
sources  (mileage  revenue  from  railroad  may 
be  considered  as  falling  in  this  category)  are 
deductible  from  taxable  income. 

The  buying  cooperative  acquires  its  20-car 
fleet  under  a  debt  financing  arrangement  with  a 
district  bank  for  cooperatives  that  includes  the 
following  terms,  provisions,  and  limitations 
in  its  loan  agreement:  The  hopper  car  pur- 
chase loan  is  $300,000.  Repayments  are  to  be 
made  in  flat  amounts  of  $50,000  each  over  a 
6-year  period.  Additional  operating  capital  is 
borrowed  to  the  extent  of  the  deficit  in  net 
working  capital  position  at  end  of  each  year. 
Repayments  on  these  loans  begin  after  hopper 
car  loans  are  repaid.  The  net,  afterpatronage 
refund  interest  rate  is  5.1  percent  (actual  in- 
terest rate:  5.5  percent);  a  10-percent  charge 
is  made  for  purchase  of  bank  for  cooperatives' 
"C"  stock  which  the  bank  for  cooperatives  re- 
deems under  a  10-year  revolving  plan. 

Results 

As  the  cooperative  acquiring  its  hopper 
car  fleet  under  a  leasing  arrangement  made 
rental  payments  equivalent  to  revenues,  the 
lessee  had  no  net  savings  directly  attributable 
to  the  lease  arrangement.  Its  working  capital 
position  or  ownership  capital  was  not  affected 
by  leasing. 

As  shown  in  table  7,  the  cooperative  acquir- 
ing ownership  of  a  hopper  car  fleet  under  a 
debt  financing  arrangement  achieved  an  im- 
proved financial  condition  notwithstanding  the 
costs  incurred — costs  that  were  distributed 
in  part  to  its  members. 

This  is  indicated  by  the  increase  of  $76,990 
in  its  net  working  capital  position  concurrent 
with  the  increase  in  its  net  worth  in  the 
amount  of  $81,677  by  the  end  of  the  15-year 
period  required  to  fully  depreciate  the  20- 
hopper-car  fleet. 

Total  revenues  derived  from  the  railroad 
mileage  allowance  amounted  to  $702,000,  and 


Table  7. — Effects  of  ownership  of  covered  hopper 
Years 


Changes  in  net  working  capital 

1 

2 

3 

4 

5 

Beginning  working  capital  balance 

Dnl  1  aTc;  ^ 

1 

(28,611) 

(26,919, 

(25,780) 

(25,013) 

Md  increases  from: 

Operations : 

2 

Intimated  revenues   (railroad  mileage  allowance) 
Less  expenses: ^ 

46,800 

46,800 

46, 800 

46,800 

46,800 

3 

Net  interest  rate   (5.1  percent) 

15,300 

14, 209 

13,032 

11,797 

10,522 

U 

Depreciation   (straight  line,    15  years) 

20,000 

20,000 

20, 000 

20,000 

20,000 

5 

Insurance   ($50  per  oar  annually) 

1,000 

1,000 

1,000 

1,000 

1,000 

6 

Property  taxes 

3,399 

2,946 

2,553 

2,212 

1,917 

7 

State  use  taxes 

3,000 

3,000 

3,000 

3,000 

3,000 

8 

Repairs   and  maintenance 

(complete  overhaul  at  7th  and  14th  year) 

137 

137 

137 

137 

137 

9 

Mministrative 

Total  expenses 

165 

165 

165 

166 

165 

10 

43,001 

41,457 

39,887 

38,312 

36,746 

11 

Net  margins   (losses  for  period) 

3,799 

5,343 

6,913 

8,488 

10,059 

12 

Depreciation  charges  retained 

20,000 

20,000 

20,000 

20,000 

20,000 

13 

Redemption,  bank  for  cooperatives   "C"   stock 

— 

— 

— 



__ 

lA 

Operating  capital  loan  to  replenish  working  capital 
Total  increases  in  working  capital 

— 

28,611 

26,919 

25,780 

■25,013 

15 

23,799 

53,954 

53,832 

54,268 

55,072 

Less  decreases  in  working  capitsil: 

16 

Repayment  on  bank  for  cooperatives   term  loans 

50, 000 

50,000 

50,000 

50,000 

50,000 

17 

Purchase  of  bank  for  cooperatives   "C"  stock* 

1,650 

1,532 

1,405 

1,272 

1,134 

18 

Dividends  on  noncash  refunds   at  4  percent 

— 

122 

306 

531 

781 

19 

Twenty  percent  cash  patronage  refund 

Total  decreases  in  working  capital 

760 

608 

982 

1,698 

2,012 

20 

52,410 

52,262 

52,693 

53,501 

53,927 

21 

Net  increases    (decreases)   to  working  capital 

(28,611) 

1,692 

1,139 

767 

1,145 

22 

Biding  balance  of  working  capital 
Loans  outstanding  at  beginning  of  year 

(28,611) 

(26,919) 

(25,780) 

25,013) 

(23,868) 

23 

300, 000 

278,611 

255,530 

231,310 

206,323 

■'■  Based  on  a  fleet  of  20  covered  hopper  cars  costing  $300,000. 

Figures  enclosed  in  parentheses  are  deficit  figures. 
•'  Operating  expenses  used  in  this  analysis  are  estimated  based  on  the  experience  of  the  cooperative  studied  that 
owned  hopper  cars,  plus  information  obtained  from  secondary  sources. 
*  Based  on  10-percent  charge  on  5-1/2  percent  interest. 
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cars  on  the  financial  structure  of  a  cooperative ■'■ 


Years 


10 


11 


12 


13 


1-4 


15 


Total 


-46,800 

9,190 
20, 000 
1,000 
1,661 
3,000 
137 

165 


Dollars' 


(23,868)   (22,745)    (32,898) 


46,800 

7,800 
20,000 
1,000 
1,440 
3,000 
36,840 

166 


46,800 

8,018 
20, 000 
1,000 
1,247 
3,000 
137 

165 


2,338 


46,800 

6,645 
20,000 
1,000 
1,081 
3,000 
137 

165 


6,790 


46,800 

5,331 

20,000 

1,000 

937 
3,000 

137 

166 


3,111     10,598     10,598     37,512     40,891 


46,800 

3,812 

20, 000 

1,000 

811 
3,000 

137 

165 


46,800 

2,217 

20,000 

1,000 

703 

3,000 

137 

165 


46,800 

448 

20,000 

1,000 

609 
3,000 

137 

166 


46,800 


20,000 

1,000 

528 

3,000 

40,000 

165 


46,800  702,000 


20,000 

1,000 

457 

3,000 

137 

165 


108,321 
300,000 
15,000 
22,501 
45,000 
78,621 

2,479 


35, 153, 

70, 246 

33,567 

32,028 

30,571 

28,925 

27,222 

25,360 

64, 693 

24,759 

571,922 

10 

11, 647 

(23,446) 

13,233 

14,772 

16,229 

17,875 

19,578 

21,440 

(17,893) 

22,041 

130,078 

11 

20,000 

20,000 

20,000 

20,000 

20,000 

20,000 

20,000 

20,000 

20,000 

20,000 

300,000 

12 

— 

-- 

— 

— 

— 

1,650 

1,532 

1,405 

1,272 

1,134 

6,993 

13 

23,868 

22,745 

32,898 

— 

— 

— 

-- 

~ 

— 

~ 

185,834 

14 

55,515 

19,299 

66, 131 

34,772 

36,229 

39,525 

41,110 

42,845 

3,379 

43,175 

622,905 

15 

50,000 

28,611 

26,919 

25,780 

29,781 

31,278 

34,680 

8,785 

— 

— 

485,834 

16 

991 

841 

865 

717 

575 

411 

239 

48 

__ 



11,680 

17 

1,072 

— 

464 

869 

1,307 

1,774 

2,275 

2,810 

— 

2,668 

14,979 

18 

2,329 

~ 

2,647 

2,954 

3,245 

3,575 

3,916 

4,288 

— 

4,408 

33,422 

19 

54,392 

29,452 

30,895 

30,320 

34,908 

37,038 

41,110 

15,931 

— 

7,076 

545,915 

20 

1,123 

(10,153) 

35,236 

4,452 

1,321 

2,487 

— 

26,914 

3,379 

36,099 

— 

21 

(22,745) 

(32,898) 

2,338 

6,790 

8,111 

10,598 

10,598 

37,512 

40,891 

76,990 

76,990 

22 

180, 191 

152,936 

157,223 

130,304 

104, 524 

74,743 

43,465 

8,785 

9 

0 

— 

23 
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total  estimated  expenses  amounted  to  $571,922 
over  the  15-year  period.  Thus  the  cooperative 
generated  total  net  savingsof$  130,078  of  which 
$14,979  was  distributed  as  dividends  on  stock 
and  $33,422  as  cash  patronage  refunds. 

The  ownership  of  the  20-hopper-car  fleet 
resulted  in  a  return  on  investment  of  approxi- 
mately 23  percent  computed  as  follows: 

Average  annual  net  savings-.  $8,718 

Average  year-end  net  worth:  $38,389 

Ratio  of  average  net  savings  to 
average  year-end  net  worth:     22.7  percent 


Although  ownership  places  a  cooperative  in 
the  position  of  owning  a  lot  of  obsolete  equip- 
ment at  any  given  time,  it  was  assumed  in  this 
analysis  that  at  the  end  of  15  years  the  hopper 
cars  would  have  just  undergone  a  complete 
overhaul  in  the  preceding  year.  Thus  the  co- 
operative would  be  in  a  position  to  attain  maxi- 
mum net  savings  over  the  next  half-dozen 
years  because  there  would  no  longer  be  any 
depreciation  charges,  property  taxes  and  re- 
pairs would  be  minimal,  and  there  would  be  no 
interest  costs. 
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APPENDIX 
Exhibit  1 ' 

investigation  and  Suspension  Docket  No.  3887 

USE  OF  PRIVATELY  OWNED  REFRrCERATOR  CARS 

Submitted  May  1,   1934.     Decided  July  2,   1934 


It  is  well-settled  law  that  it  is  the  duty  of  common  carriers  by  railroad  to  furnish  such  cars  as  may  be 
reasonably  necessary  for  the  transportation  of  all  the  commodities  they  hold  themselves  out  to  carry.  That 
duty,  imposed  by  statute,  necessarily  implies  that  the  carriers  have  the  exclusive  right  to  furnish  such 
equipment.  It  is  optional  with  them,  whether  they  exercise  that  right  by  furnishing  cars  owned  by  them, 
cars  owned  by  other  carriers,  or  cars  leased  from  independent  contractors.  .  .  . 

A  private-car  owner,  whether  he  be  a  shipper  or  not,  has  no  right  to  have  his  cars  used  as  a  vehicle  for 
the  transportation  of  freight  over  the  rails  of  any  carrier  without  its  consent.  If  the  carriers  have  suitable 
cars  and  will  furnish  them  on  demand  they  may  refuse  to  transport  shipments  in  private  cars.  .  .  . 

The  use  of  private  cars  does  not  relieve  the  carriers  of  their  obligation  to  furnish  cars.  They  must  be 
prepared  at  all  times  to  accept  any  and  all  traffic  offered  to  them  by  those  now  using  private  cars  as  well  as 
by  other  shippers.  .  .  . 

Private  cars  are  moved  empty  from  home  plants  to  loading  points  even  though  railroad  cars  may  be 
available  at  the  loading  points.  .  .  . 

Section  15(13)  of  the  Act  provides: 

"If  the  owner  of  property  transported  under  this  Act,  directly  or  indirectly,  renders  any  service 
connected  with  such  transportation,  or  furnishes  any  instrumentality  used  therein,  the  charge  or 
allowance  therefore  shall  be  no  more  than  is  just  and  reasonable,  and  the  Commission  may,  after 
hearing  on  a  complaint  or  on  its  own  initiative,  determine  what  is  a  reasonable  charge  as  a 
maximum  to  be  paid  by  the  carrier  or  carriers  for  the  services  so"  rendered  or  for  the  use  of  the 
instrumentalities  so  furnished,  and  fix  the  same  by  appropriate  order,  .  .  ." 

The  paragraph  as  quoted  contemplates  that,  if  a  carrier  uses  instrumentalities  furnished  by  an  owner 
of  property  transported,  it  may  pay  therefor.  The  only  restriction  on  the  payment  to  the  shipper  is  that  it 
shall  be  no  more  than  is  just  and  reasonable. 


We  do  not  undertake  to  say  that  a  carrier  may  not  accept  private  cars  if  it  so  desires,  but  if  such  cars 
are  accepted  the  carriers  may  not  acquiesce  in  arrangements  under  which  mileage  earnings  accruing  to  the 
car  owner  are  paid  in  whole  or  in  part  by  such  car  owner  to  the  shipper  lessee  which  results  in  the  payment 
by  such  shipper  of  charges  less  than  the  published  tariff  rate. 


Abstracted  from  the  Interstate  Commerce  Commission  Reports,  Vol.  201  ICC  323. 
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Exhibit  2 


CIRCULAR  NO.  0T-5-A 


RULES  GOVERNING  ASSIGNMENT  OF  REPORTING  MARKS 


Private  Car  Owners 


I 


1.  Reporting  marks  will  be  assigned  to  owners  of  tank  cars  -  Mechanical  Designation  "T"  -  (This 
being  a  type  of  equipment  which  the  railroads  do  not  set  out  to  furnish)  provided  the  owners  are 

signers  of  the  A.A.R.  Mechanical  Interchange  Agreement  and,  if  other  than  a  shipper-owner,  they  submit  to 
the  Executive  V ice-Chairman,  a  written  statement  that  they  will  be  governed  by  the  provisions  of  Per  Diem 
Rule  18. 

2.  (a)  Reporting  marks  will  be  assigned  for  use  on  other  types  of  cars  only  by  the  Executive  Vice-Chairman, 

Operating-Transportation  Division.  Application  for  reporting  marks  shall  state  the  name  of  lessee  and 
the  originating  carrier  or  carriers.  The  latter  will  be  notified  and  the  Executive  Vice-Chairman,  Operating- 
Transportation  Division,  will  approve  or  disapprove  the  application  in  accordance  with  the  directions  of  such 
carrier  or  carriers;  provided,  however,  that  applicants  are  subscribers  to  A.A.R.  Mechanical  Interchange 
Agreement  and,  if  other  than  a  shipper-owner,  they  submit  to  the  Executive  Vice-Chairman,  a  written  state- 
ment that  they  will  be  governed  by  the  provisions  of  Per  Diem  Rule  18. 

(b)  After  reporting  marks  are  approved  the  cars  may  be  used  by  the  owner  or  lessee  for  the  origination  of 
traffic  only  on  the  carrier  or  carriers  that  granted  such  approval  to  the  Executive  Vice-Chairman, 
Operating-Transportation  Division.  If  the  owner  or  lessee  desires  to  use  the  cars  for  the  origination  of 
traffic  on  some  other  carrier  or  carriers,  application  for  permission  must  be  made  by  the  owner  to  the 
Executive  Vice-Chairman,  Operating-Transportation  Division,  who  will  approve  or  disapprove  the  applica- 
tion in  accordance  with  the  directions  of  such  carrier  or  carriers. 

3.  (a)  After  reporting  marks  have  been  assigned,  they  may  be  used  on  only  those  cars  on  which  specific 

approval  has  been  given  by  the  Executive  Vice-Chairman,  Operating-Transportation  Division. 

(b)  The  number  of  cars  of  any  type  (except  tank  cars)  shall  not  be  increased  nor  shall  destroyed  cars 
be  replaced  without  specific  authority  from  the  Executive  Vice-Chairman,  Operating-Transportation 
Division,  who  shall  grant  or  withhold  such  authority  upon  instructions  of  the  originating  carrier  or  carriers 
concerned. 

The  foregoing  is  in  recognition  of  the  principle  that  the  use  of  privately  owned  equipment  by  railroads 
is  optional  v/ith  them  and  that  there  is  no  obligation  to  use  such  cars  if  the  railroads  are  in  a  position  to 
furnish  suitable  cars  nf  their  own  (201  I.C.C.  323). 

Reporting  marks  assigned  to  private  car  owners  shall  consist  of  four  letters  including  the  final 
letter  "X".  (Approved  January  3,  1957). 

NOTE:  Paragraph  2  (b)  and  Paragraph  3(b)  are  not  applicable  to  railroad  owned  or  controlled  car  lines. 


^  Page  1053  of  The  Official  Railv/ay  Equipment  Register,  I.C.C.  -  R.E.R.  -  No.  359,  FMC-F-No.  12. 
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Exhibit  2-Continued 


II 

In  accordance  with  Interstate  Commerce  Commission  I&S  Docket  4572,  decided  April  27,  1939,  the 
following  will  cover  payments  for  retroactive  use  of  private  line  cars. 

■/ 

When  private  owners  fail  to  register  cars  in  The  Official  Railway  Equipment  Register  and/or  in  the 
case  of  tank  cars,  in  Western  Trunk  Line  300  Series  Tariff,  prior  to  their  movement  and  the  railroads,  after 
the  publication  of  the  necessary  data  in  The  Equipment  Register  and/or  in  the  case  of  tank  cars,  in  Western 
Trunk  Line  300  Series  Tariff,  request  authority  to  make  mileage  payments  for  the  retroactive  use  of  such 
cars,  requests  will  be  handled  as  follows: 

1 .  Applications  with  respect  to  payment  of  mileage  on  all  types  of  privately  owned  cars  to  shipper 
owners  should  be  addressed  to  the  Interstate  Commerce  Commission.  Such  applications  should  read 

"without  interest  charges." 

2.  Applications  for  authority  to  make  mileage  payments  on  all  types  of  privately  owned  cars  to  non- 
shipper  owners  should  be  addressed  to  the  Secretary,  Operating-Transportation  Division  of  the 

Association. 

In  either  case  the  application  should  not  be  made  until  after  the  effective  date  of  the  issue  of 
The  Official  Railway  Equipment  Register  and/or  in  the  case  of  tank  cars,  in  Western  Trunk  Line  300  Series 
Tariff  carrying  publication  of  the  cars  involved. 

Railroad  Car  Owners 

III  ♦ 

1.  Each  freight  car  placed  in  service  on  the  railroads  of  the  United  States,  Canada  and  Mexico,  should 
bear  distinctive  reporting  marks  of  a  size  and  in  such  location  as  prescribed  by  Mechanical 

Division  Standards. 

2.  The  assignment  of  reporting  marks  as  may  become  necessary  from  time  to  time  on  account  of  duly 
incorporated  companies,  change  in  corporate  titles,  or  for  other  reasons,  should  be  made  through 

the  Executive  Vice-Chairman,  Operating-Transportation  Division. 

3.  Assigned  reporting  marks  referred  to  should  be  applied  to  all  new  cars  before  being  placed  in 
transportation  service. 
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Exhibit  3 


INTERCHANGE  AGREEMENT 

The  Subscriber  hereto  adopts  and  agrees,  jointly  and  severally,  with  each  and  all  other  parties 
(whether  corporations,  partnerships  or  individuals)  owning  or  possessing  railroad  cars  used  for  the 
transportation  of  commodities,  which  parties  have  respectively  entered  into  agreements  in  effect  similar 
to  this  instrument,  that  the  Subscriber  will  abide  by  the  Code  of  Rules  governing  the  condition  of,  repairs 
to  and  settlements  for  freight  cars  for  the  interchange  of  traffic,  as  formulated  and  promulgated  by  the 
former  Master  Car  Builders'  Association  and  by  the  Association  of  American  Railroads  (Division  V  — 
Mechanical)  or  by  either  thereof  (which  rules  are  designated  on  the  minutes  of  said  Association's  proceed- 
ings and  are  commonly  known  as  "Interchange  Rules"),  and  by  each  of  said  rules,  and  as  well  will  abide 
by  each  and  all  decisions  and  interpretations  of  the  Arbitration  Committee  provided  for  by  said  Code  of 
Rules,  until  this  agreement  on  the  part  of  the  Subscriber  shall  be  terminated  by  three  months'  notice  in 
writing,  filed  with  the  Secretary  (or  such  other  officer  as  from  time  to  time  shall  be  acting  as  Secretary) 
of  said  Railroad  Association,  or  of  such  body  as  shall  at  the  time  have  succeeded  thereto. 

Doted,  signed  and  sealed  this day  of  

A.D.  19  


By 


ATTEST: 


Secretary. 

WITNESSES  TO  EXECUTION  BY  SUBSCRIBER: 

(SEAL) 

(SEAL) 

(SEAL) 


NOTE:  If  Subscriber  be  a  partnership,  then  following  signatures  of  the  respective  partners  should  be 
added  the  v;ords  "doing  business  as "  (inserting  partnership  or  trade  name). 


^  The  Official  Railv/ay  Equipment  Register,  LC.C.  -  R.E.R.  -  No.  359,  FMC-F-No.  12. 
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Exhibit  4 


Q.  1.  How  would  an  owner  of  railroad  equipment  become  a  party  to  the  Association  of  American  Railroads, 
Code  of  Interchange  Rules? 

A.  1.  The  conditions  of  acceptance  of  the  Code  specifies  in  the  Interchange  Rules  at: 

Rule  128 

Any  car  owner  or  railway  company  may  become  a  party  to  this  Code  of  Rules  by  executing  the 
standard  form  of  'Interchange  Agreement',  obtainable  from  the  Secretary,  Mechanical 
Division. 

Information  regarding  car  owners  and  railway  companies  which  have  executed  this    Interchange 
Agreement',  may  be  obtained  from  the  Secretary,  Mechanical  Division. 

Rule  130 

Acceptance  or  rejection  of  this  Code  of  Rules  must  be  as  a  whole,  and  no  exceptions  to  an 
individual  rule  or  rules  shall  be  valid. 

Q.  2.  Must  cars  be  weighed  and  stenciled,  by  whom  and  at  who's  expense? 

Rule  30 

A.  2.  (A)  New  Cars  -  Light  -  Weighing  and  Stenciling.  t 

(1)  All  freight  cars  must  be  light  -  weighed  and  stenciled  when  new. 

(2)  The  following  provisions  must  be  incorporated  in  contract  covering  purchase  of  new 
equipment: 

(a)  The  accuracy  of  scale  must  be  certified  by  authorized  scale  inspector  appointed  by 
car  owner. 

(b)  Each  car  must  be  weighed  separately  and  stenciled  at  car  works  under  the  supervision 
of  owner's  inspector. 

All  other  parts  of  this  Rule  cover,  (B)  periodic  light-weighing,  (C)  other  than  periodic  re-weighing  and 
re-stenciling,  (D)  preparation  for  re-weighing,  (E)  method  of  lightweighing,  (F)  stenciling,  and  (G)  reports. 

The  initial  cost  of  weighing  and  stenciling  would  be  borne  by  the  manufacturer. 

Rule  31 

(a)  The  re-light-weighing  of  cars  shall  be  charged  to  car  owner. 


Interchange  Rules,  The  Association  of  American  Railroads,  Published  by  Association  of  American  Railroads, 
59  East  Van  Buren  St.,  Chicago,  111. 
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Exhibit  4--Continued 


There  are  five  different  situations  listed  under  this  rule  whereby  the  car  owner  would  be  required  to 
pay  for  re-weighing  and  stenciling  of  cars. 

Q.  3.  When  a  cor  of  private  ownership  is  destroyed  or  badly  damaged  in  a  train  wreck,  who  must  pay  for 
the  repairs  and  transportation  charge  for  movement  to  repair  shop? 

A.  3.  Rule  112  outlines  the  responsibility  of  the  handling  carrier  at  the  time  damage  is  incurred,  it  also 
specifies  how  and  the  conditions  under  which  settlement  will  be  made  for  various  types  and  classes  of 
cars  damaged. 

Q.  4.  Who  is  responsible  for  a  car  damaged  or  destroyed  on  a  private  siding  or  the  tracks  of  a  carrier  not 
a  party  to  the  Interchange  Rules? 

A.  4.  The  responsibility  of  handling  and  delivering  carriers  for  damage  incurred  in  this  case  is  defined 
in  Rule  113. 

Q.  5.  When  a  privately-owned  car  requires  extensive  repairs  for  which  the  owner  is  responsible,  how  will 
it  be  handled? 

A.  5.  Disposition  will  be  made  in  accordance  with  Rule  120. 

0.  6.  Must  a  private-car  owner  negotiate  with  railroads  for  repairs  that  are  his  responsibility? 

A.  6.  No,  Rules  120  through  122  cover  repairs  made  by  carriers. 
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Exhibit  5 


LEASE  OF  RAILROAD  EQUIPMENT 

This  lease  dated  as  of  the  day  of  by  and  between 

a  corporation  (hereinafter  referred  to  as 

"Lessor")  I  and 
a  corporation  (hereinafter  referred  to  as  "Lessee"). 


WITNESSETH  THAT: 

, ,  In  consideration  of  the  covenants  and  agreements  herein  contained  the  parties  hereto  covenant  and 
agree  as  follows: 

1.  (a)  Lessor  hereby  leases  to  Lessee  and  Lessee  hereby  rents  from  Lessor  the  following  railroad 
equipment: 


(hereinafter  referred  to  collectively  as  "cars"  and  separately  as  "car")  upon  the  terms  and  conditions 
herein  contained.  ^ 

(b)  The  cars  at  the  time  of  delivery  thereof  to  Lessee  will  conform  to  all  Interstate  Commerce 
Commission  requirements  and  specifications  and  to  all  standards  recommended  by  the  Association  of 
American  Railroads,  interpreted  as  being  applicable  to  railroad  equipment  of  the  character  of  the  cars 
as  of  the  date  of  this  Lease. 

2.  The  term  of  this  Lease  shall  commence  as  of  the  day  of  and  shall 
continue  to  and  include  the    •                   day  of                                              subject  to  any  extension  thereof 

as  may  be  agreed  upon  in  writing  by  Lessor  and  Lessee. 

3.  (a)  Prior  to  the  time  of  each  delivery  of  cars  by  Lessor  to  Lessee,  each  car  will  be  plainly  marked 
upon  each  side  with  the  following  words  in  stenciled  letters: 


OWNER  AND  LESSOR 


and  Lessor's  identification  mark  "  ".  If  during  the  continuance  of  this  Lease  any  such  marking 

shall  at  any  time  be  removed  or  become  illegible,  wholly  or  in  part,  Lessee  shall  immediately  cause  such 
marking  to  be  restored  or  replaced  at  Lessor's  expense. 


Typical  lease  used  by  cooperatives  studied. 


19 


Exhibit  5--Continued 


(b)  Lessee  shall  not  allow  the  name  of  any  person,  association  or  corporation  to  be  placed  on  any 
of  the  cars  in  a  manner  that  might  be  interpreted  as  a  claim  of  ownership  thereof  by  any  person,  associa- 
tion, or  corporation  other  than  Lessor,  or  obscuring  in  any  way  the  ownership  markings  of  Lessor. 

4.  (a)  Lessor  agrees  to  cause  the  cars  to  be  delivered  to  Lessee  F.O.T.  in  the  yards  of  railroads 
designated  by  Lessee.  Lessor  shall  use  its  best  efforts  to  deliver  the  cars  commencing  on  the 

day  of  or  such  later  date  as  may  be  mutually  agreed  upon  by  Lessor 

and  Lessee.  Lessor  shall  not,  however,  be  liable  to  Lessee  for  any  failure  or  delay  in  making  delivery 
thereof  due  to  cause  or  causes  beyond  Lessor's  control. 

(b)  Lessee  shall  arrange  to  have  present  at  the  place  of  delivery  of  the  cars  an  authorized  repre- 
sentative to  accept  delivery  of  each  car.  If  such  car  is  found  to  be  in  good  order  and  running  condition 
such  representative  shall  accept  delivery  thereof  and  execute  and  deliver  to  Lessor  a  Certificate  of 
Acceptance,  in  duplicate,  in  substantially  the  form  of  "Exhibit  A"  attached  hereto,  whereupon  such  car 
shall  be  deemed  to  have  been  delivered  to  and  accepted  by  Lessee  and  thereafter  shall  be  subject  to  the 
terms  of  this  Lease. 

5.  Lessee  agrees  to  pay  to  Lessor,  in  advance,  as  fixed  rent  for  each  car  the  sum  of 

dollars  ($  )  per  month.  The  first  of  said  rental  obligations  shall  accrue  from  the  date 

of  delivery  and  acceptance  of  the  car  at  the  pro  rata  rate  per  day  covering  the  number  of  days  to  the  end 
of  the  month.  All  subsequent  payments  of  rental  shall  be  made  on  the  first  day  of  each  succeeding  month. 
The  last  payment  of  rental  shall  cover  the  number  of  days  from  the  first  day  of  such  month  to  the  termina- 
tion date  of  this  Lease  at  the  pro  rata  rate  per  day. 

5.  (a)  Any  mileage  allowances,  rentals  and/or  other  compensation  payable  by  railroads  by  reason  of  the 
use  of  the  cars  (hereinafter  referred  to  as  "allowances")  shall  be  collected  by  Lessor,  and  in  connection 
therewith.  Lessee  agrees  to  report  to  Lessor  movements  of  the  cars  giving  therein  the  date,  destination 
and  routing  of  the  cars  together  with  all  information  which  Lessee  may  receive  from  railroads  or  from  any 
other  source. 

(b)  Lessee  agrees,  insofar  as  possible,  to  so  use  the  cars  that  their  total  mileage  under  load  will 
equal  or  exceed  their  mileage  empty  on  each  railroad  over  which  the  cars  move.  In  the  event  that  the  empty 
mileage  of  the  cars  should  exceed  their  loaded  mileage  on  any  railroad  and  Lessor  is  notified  by  such 
railroad  to  equalize  such  mileage  with  loaded  mileage  or  to  pay  for  such  excess  empty  mileage.  Lessee, 
after  notice  from  Lessor,  shall  equalize  such  excess  empty  mileage  within  the  time  limit  established  by 
such  railroad  or  pay  Lessor  for  such  excess  at  the  rate  established  by  the  tariff  of  such  railroad. 

(c)  Insofar  as  applicable  laws  and  regulations  permit.  Lessee  (unless  an  event  of  default  specified 
in  paragraph  15  hereof  shall  have  occurred  and  be  continuing)  shall  be  entitled  to  all  allowances  collected 
by  Lessor  from  railroads  as  a  credit  against  fixed  rents  and  any  amounts  that  Lessee  may  be  required  to 
pay  Lessor  in  accordance  with  subparagraph  6  (b)  hereof  but  in  no  event  shall  such  credit  exceed  the  sum 
of  such  obligations. 
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(d)  If  the  total  allowances  collected  by  Lessor  from  railroads  during  the  term  of  this  Lease  by 
reason  of  the  use  of  the  cars  shall  exceed  an  average  of  dollars 

($  )  per  car  for  all  of  the  cars  for  each  month  from  the  effective  date  of  this  Lease 

to  date  on  which  such  computation  is  made,  such  excess  allowances  shall  be  applied  in  the  following 
order: 

(i)  as  a  credit  against  any  amounts  that  Lessee  may  then  be  reguired  to  pay 
Lessor  in  accordance  with  the  provisions  of  subparagraph  6(b)  hereof; 

(ii)  as  a  refund  to  Lessee  of  any  amounts  that  Lessee  previously  paid  to  Lessor 
in  accordance  with  the  provisions  of  subparagraph  6(b)  hereof; 

(iii)  as  a  refund  to  Lessee  of  any  amount  that  Lessee  previously  paid  Lessor 
because  the  allowances  collected  by  Lessor  from  railroads  in  such  period 
for  use  of  the  cars  were  not  sufficient  to  offset  the  fixed  monthly 
rental  for  the  cars; 

(iv)  as  a  credit  against  any  current  fixed  rental  payment  due  from  Lessee  under 
this  Lease; 

(v)  as  a  credit,  through  the  balance  of  the  term  of  this  Lease,  against  any 
future  payments  that  Lessee  may  be  required  to  pay  Lessor  as  fixed  rental 
or  in  accordance  with  the  provisions  of  subparagraph  6(b)  hereof. 

7.  Lessee  acknowledges  and  agrees  that  by  the  execution  hereof  it  does  not  obtain,  and  by  payments 
and  performance  hereunder  it  does  not  and  will  not  have  or  obtain  any  title  to  the  cars  or  any  of  them  at 
any  time  subject  to  this  Lease,  nor  any  property  right  or  interest,  legal  or  equitable  therein,  except  solely 
as  Lessee  hereunder  and  subject  to  all  of  the  terms  hereof.  Lessee  shall  keep  the  cars  free  from  any 
encumbrance  or  liens  which  may  be  a  cloud  upon  or  otherwise  affect  Lessor's  title. 

8.  Responsibility  for  loss  or  destruction  of,  or  damage  to,  cars  or  parts  thereof  or  appurtenances 
thereto  furnished  under  this  Lease  shall  be  as  fixed  by  the  then  prevailing  Code  of  Rules  Governing  the 
Condition  of,  and  Repairs  to.  Freight  and  Passenger  Cars  for  the  Interchange  of  Traffic,  promulgated  by 
the  Association  of  American  Railroads,  and  said  Code  of  Rules  shall  establish  the  rights,  obligations 
and  liabilities  of  Lessor,  Lessee,  and  any  railroad  subscribing  to  such  Code  of  Rules  and  moving  the 
cars  over  its  lines  in  respect  of  all  matters  to  which  said  Code  of  Rules  relate.  In  the  event  that  any 
car  is  lost,  damaged  or  destroyed  while  on  the  tracks  of  Lessee,  any  private  track,  or  on  the  track  of  a 
railroad  that  does  not  subscribe  to  such  Code  of  Rules,  or  in  the  event  that  any  car  is  damaged  or 
destroyed  by  any  commodity  which  may  be  transported  or  stored  in  or  on  such  car,  such  repairs,  renewals 
or  replacements  as  may  be  necessary  to  replace  the  car  or  to  place  it  in  good  order  and  repair  shall  be 
at  the  sole  cost  and  expense  of  Lessee.  Lessor  and  Lessee  agree  to  cooperate  with  and  to  assist  each 
other  in  any  reasonable  manner  requested,  but  without  affecting  their  respective  obligations  under  this 
paragraph,  to  establish  proper  claims  against  parties  responsible  for  loss  or  destruction  or  damage  to  the 
cars. 

9.  (a)  Except  where  responsibility  is  placed  upon  others  as  provided  in  paragraph  8,  Lessor  agrees  at 
its  expense,  to  maintain  the  cars,  exclusive  of  interior  lading  protection  devices,  special  interior  linings 
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and  removable  parts,  if  any,  in  good  condition  and  repair,  according  to  the  Code  of  Rules  heretofore  men- 
tioned. Lessee  agrees,  at  its  expense,  to  maintain  all  interior  lading  protection  devices,  special  interior 
linings  and  removable  parts  of  the  cars,  if  any,  in  good  condition  and  repair.  No  repairs  other  than 
ordinary  running  repairs  and  repairs  to  interior  lading  protection  devices,  interior  linings,  and  removable 
parts,  if  any,  shall  be  made  without  Lessor's  prior  written  consent. 

(b)  If  any  of  the  cars  become  unfit  for  service  for  any  reason  unrelated  to  the  interior  lading  pro- 
tection devices,  special  interior  linings  and  removable  parts,  if  any,  and  are  reported  to  Lessor  as  needing 
repairs,  rental  charges  for  such  car  or  cars  shall  abate  from  and  after  a  period  of  five  (5)  days  from  the 
date  when  each  car  is  so  reported  and  until  it  is  repaired  and  returned  to  service  or  replaced  by  another 
car. 

(c)  Lessor  shall  have  the  right  but  shall  not  be  obligated  to  substitute,  for  any  of  the  cars  which 
shall  be  damaged  or  destroyed,  another  car  of  similar  type  and  capacity. 

10.  Lessor  agrees  to  bear  all  property  taxes  levied  on  the  cars  and  to  file  all  reports  relating  thereto; 
provided,  however,  that  Lessee  will  comply  with  all  laws  requiring  it  to  withhold  taxes  and  file  appropriate 
reports  on  amounts  due  Lessor  as  car  hire,  and  will  thereafter  advise  Lessor  of  all  pertinent  facts  in  con- 
nection therewith  so  that  Lessor  may  reimburse  or  credit  Lessee. 

11.  (a)  Lessor  will  not  be  responsible  for  the  payment  of  any  tariff,  duty,  customs,  switching,  demurrage 
or  other  charges  made  by  any  governmental,  railroad  or  other  agency  in  respect  of  any  of  the  cars  except  as 
specifically  provided  herein,  and  Lessee  agrees  to  reimburse  Lessor  for  any  such  charges. 

(b)  Lessor  will  not  have  any  liability  to  Lessee  for  loss  of  use  of  any  car  or  cars  regardless  of  the 
cause  thereof. 

12.  Except  where  responsibility  is  placed  on  others  as  provided  in  paragraph  8,  Lessee  agrees  to 
indemnify  and  save  harmless  Lessor  from  and  against  all  losses,  damages,  injuries,  liabilities,  claims 
and  demands  whatsoever,  regardless  of  the  cause  thereof,  and  any  expenses  in  connection  therewith,  in- 
cluding counsel  fees  arising  out  of  or  as  a  result  of  the  use  and/or  operation  of  the  cars  during  the  term 
of  this  Lease  other  than  losses,  etc.  attributable  to  defects  in  workmanship  or  material  incorporated  into 
the  cars  by  Lessor,  its  agents  or  representatives. 

13.  Lessor  agrees  to  assume  all  responsibility  for  and  will  hold  Lessee  harmless  from  and  against  any 
and  all  damages,  costs,  royalties  and  claims  arising  out  of  patent  infringements  which  may  be  alleged  in 
respect  of  the  cars,  or  any  part  thereof. 

14.  (a)  All  rights  of  Lessor  hereunder  may  be  assigned,  pledged,  mortgaged,  transferred  or  otherwise 
disposed  of,  either  in  whole  or  in  part,  with  or  without  notice  to  Lessee,  but  subject  to  Lessee's  rights 
under  this  Lease.  In  the  event  of  any  such  assignment,  etc.,  this  Lease  shall  become  subordinate  to  and 
subject  to  the  terms,  covenants  and  conditions  of  such  instrument  and  to  all  of  the  rights  of  the  assignee 
or  other  holder  of  the  legal  title  to  such  cars  and  the  cars  may  be  re-lettered  or  marked,  at  Lessor's 
expense,  to  identify  the  legal  owner  of  the  cars. 

(b)  Without  the  prior  written  consent  of  Lessor,  Lessee  shall  not  (i)  assign,  transfer  or  encumber 
its  leasehold  interest  under  this  Lease  in  the  cars  or  any  of  them  or  (ii)  loan,  hypothecate  or  otherwise 
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transfer  or  dispose  of  any  of  the  cars.  However,  Lessee  may  sub-lease  any  of  the  cars  for  use  in  the 
United  States,  or  in  international  service  between  Canada  and  the  United  States,  without  securing  the 
consent  of  Lessor.  Such  sub-leasing  of  cars  shall  in  no  way  relieve  Lessee  from  any  of  its  obligations 
to  Lessor  under  the  terms  of  this  Lease. 

15.  If  (a)  Lessee  shall  fail  to  carry  out  and  perform  any  of  its  obligations  under  this  Lease  within 
twenty  (20)  days  after  Lessor  shall  have  demanded  in  writing  performance  thereof,  or  (b)  if  a  petition  in 
bankruptcy  or  for  reorganization,  or  for  a  trustee  or  receiver  is  filed  by  or  against  Lessee  and  all  of  the 
obligations  of  Lessee  under  this  Lease  shall  not  have  been  duly  assumed  by  the  trustee  or  receiver 
appointed,  if  any,  in  such  proceeding  or  otherwise  given  the  same  status  as  obligations  assumed  by  the 
trustee  or  receiver  within  thirty  (30)  days  after  the  appointment,  if  any,  or  sixty  (60)  days  after  such  pro- 
ceedings shall  have  been  commenced,  whichever  shall  be  earlier,  Lessor  may  take  possession  of  the  cars 
and  any  accessions  thereto  wherever  they  may  be  found,  and  at  the  election  of  Lessor  or  its  assignee,  as 
the  case  may  be,  either  (i)  declare  the  Lease  terminated,  in  which  event  all  rights  and  obligations  of  the 
parties  hereunder  shall  cease  except  only  the  obligation  of  Lessee  to  pay  accrued  rentals  to  the  date  of 
retaking,  or  (ii)  attempt  to  relet  the  cars  as  agent  of  Lessee,  apply  the  proceeds  of  such  reletting  first  to 
the  expenses  that  may  be  incurred  in  the  retaking  and  delivery  of  the  cars  to  the  new  Lessee,  then  the 
payment  of  amounts  due  Lessor  under  this  Lease,  and  Lessee  shall  remain  liable  for  any  sums  remaining 
due  after  so  applying  the  proceeds  so  realized  and  Lessee  shall  pay  said  deficit  monthly  as  the  same  may 
accrue. 

16.  (a)  Lessee  agrees  to  furnish  Lessor  promptly,  at  Lessor's  reguest,  with  complete  and  accurate 
information  reasonably  required  for  the  efficient  administration  of  this  Lease. 

(b)  Lessor  or  its  assignee  shall  have  the  right,  by  its  authorized  representatives,  to  inspect  the 
cars,  at  the  sole  cost  and  expense  of  Lessor,  at  such  times  as  shall  be  deemed  necessary. 

17.  At  the  termination  of  this  Lease,  or  any  written  extension  thereof.  Lessee  will,  at  its  own  cost 
and  expense,  re-deliver  the  cars  and  each  part  thereof  to  Lessor  at  points  to  be  mutually  agreed  upon. 
If  any  of  the  cars  are  not  redelivered  to  Lessor  on  the  date  of  expiration  of  this  Lease,  or  any  written 
extension  thereof,  all  of  the  obligations  of  Lessee  hereunder  as  to  such  car  or  cars  (including  the  pay- 
ment of  rental  therefor)  shall  continue  until  such  car  or  cars  are  surrendered  as  herein  provided. 

18.  This  Lease  is  subject  to  all  governmental  laws,  rules,  regulations  and  ordinances  which  may  now 
or  hereafter  affect,  change  or  modify  the  terms  or  conditions  hereof  or  render  unlawful  the  performance  of 
any  of  its  provisions. 

19.  Lessee  shall  comply  with  all  governmental  laws,  regulations  and  requirements  and  with  the  Code 
of  Rules  of  the  Association  of  American  Railroads  with  respect  to  the  use,  maintenance,  and  operation 

of  each  of  the  cars.  In  case  any  equipment  or  appliance  on  any  of  the  cars  shall  be  required  to  be  changed 
or  replaced,  or  in  case  any  additional  or  other  equipment  or  appliance  shall  be  required  to  be  installed  on 
any  of  the  cars  in  order  to  comply  with  such  laws,  regulations,  requirements,  and  rules,  Lessor  agrees  to 
cause  such  changes,  additions  and/or  replacements  to  be  made  at  its  cost  and  expense.  Any  part  or  parts 
installed  or  replacements  made  upon  any  of  the  cars  by  Lessee  shall  be  considered  accessions  to  the  cars 
and  title  thereto  shall  be  immediately  vested  in  Lessor,  without  cost  or  expense  to  Lessor. 
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IN  WITNESS  WHEREOF,  Lessor  and  Lessee  have  caused  these  presents  to  be  signed  in  their 
resisective  names  as  of  the  day  and  year  first  above  written. 


By. 
WITNESS 


By. 
WITNESS 
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EXHIBIT  A 


CERTIFICATE  OF  ACCEPTANCE 


The  undersigned,  being  the  duly  authorized  representative  of 

I 
(hereinafter 

referred  to  as  "Lessee")  hereby  certifies  that  the  following  railroad  equipment: 


have  been  delivered  in  good  order  and  running  condition  by 


(hereinafter  referred  to  as  "Lessor"),  and  were 


accepted  by  the  undersigned  on 


as 


on  behalf  of  Lessee,  in  accordance  with  the  provisions  of  the  Lease  of 


railroad  equipment  dated  as  of  the  day  of 


between  Lessor 


and  Lessee. 

The  undersigned  further  certifies  that  there  was  plainly  marked  upon  each  side  of  each  unit 
of  said  railroad  equipment  at  the  time  of  its  delivery  and  acceptance  the  following  words  in 
stenciled  letters:  .       - 


Dated  this  day  of 


Duly  Authorized  Representative  of 
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OTHER  PUBLICATIONS  AVAILABLE 


Costs  and  Practices  of  Selected  Cooperatives  In  Operating  Bulk-Feed 
Trucks,  General  Report  132.    Thomas  H.  Camp. 

Motortruck  Operating  Costs  of  Farmer  Cooperatives,  General  Report  121. 
Thomas  H.  Camp. 

Motortruck  Operations  of  Farmer  Cooperatives,  General  Report  109. 
William  C.  Bowser,  Jr. 

Piggyback  Transportation  for  Pacific  Northwest  Cooperatives,  General  Re- 
port 86.    William  C.  Bowser,  Jr. 

Losses  in  Transporting  and  Handling  Grain  by  Selected  Grain  Marketing 
Cooperatives,  Marketing  Research  Report  766.  Joseph  E.  Ricken- 
backer  and  William  H,  Thompson. 

Losses  of  Livestock  in  Transit  in  Midwestern  and  Western  States,  Market- 
ing Research  Report  247.    Joseph  E.  Rickenbacker. 

Safety-Checking  Handling  Practices  to  Reduce  Livestock  Losses,  Informa- 
tion 45.    Joseph  E.  Rickenbacker. 

Safety- Checking  Livestock  Trucking  to  Reduce  Loss  and  Damage,  Informa- 
tion 33.    Joseph  E.  Rickenbacker. 

Safety-Checking  Handling  Facilities  to  Reduce  Livestock  Losses,  Informa- 
tion 28.    Joseph  E.  Rickenbacker. 


A  copy  of  each  of  these  publications  may  be  obtained  upon  request  while  a 
supply  is  available  from — 


Farmer  Cooperative  Service 

U.S.  Department  of  Agriculture 

Washington,  D.C.    20250 


